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DEFENSE, DEPARTMENT OF
The Federal government has a right to receive a credit or refund for an equitable
share of any reversions to contractors of pension fund assets, including those
resulting from termination of defined benefit pension plans (see the 8/21/89 Fed.
Reg.. pp. 34750-58).
The proposal to revise the FAR cost principles regarding
the termination of defined pension benefit plans was made in the 2/9/87 Federal
Register. The final rule requires the Federal government's equitable share to be
based upon only those government contracts requiring certified cost or pricing
data. The effective date of the final rule is 9/20/89. For further information
after reading the final rule, contact Margaret A. Willis, the FAR Secretariat, at
202/523-4755.

FEDERAL COMMUNICATIONS COMMISSION
The liability method of accounting for income taxes would be incorporated into the
Uniform System of Accounts for Telecommunications Companies under a rule proposed
by the FCC (see the 8/30/89 Wash. Rpt., pp. 35899-901).
The FCC said the
proposed rule would bring the method of accounting for income taxes in the System
of Accounts "in line with the generally accepted method of accounting for income
taxes prescribed for the American business community."
The proposed rule would
make changes to Part 32 of the FCC's rules by incorporating the new accounting
procedures for income taxes prescribed in Statement of Financial Accounting
Standards No. 96 (SFAS 96) and would establish new accounts that would properly
implement those procedures. The FCC said that in implementing SFAS 96 it will be
necessary to adjust deferred tax balances for several factors.
The major
adjustments, the FCC said, will result from the recording of the effects of: 1)
timing differences previously flowed through; 2) changes in the tax rate
prescribed by the Tax Reform Act of 1986; and 3) basis differences caused by
unamortized investment tax credit balances.
Comments are due on or before
9/18/89.
For further information after reading the proposed rule, contact John
T. Curry at the FCC at 202/634-1861.

FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Changes have been proposed to the Reports of Conditions and Income (Call Reports),
which are required to be submitted quarterly by the Office of the Comptroller of
the Currency (OCC) for national banks, the Federal Reserve Board (FRB) for state
member banks, and the FDIC for insured state nonmember commercial and savings
banks (see the 8/28/89 Fed. Reg., pp. 35533-34).
According to the FFIEC, the
proposed changes would fulfill two objectives:
1) To provide the banking
agencies with sufficient data to permit the monitoring of banks' risk-based
capital levels, and 2) To provide other data considered necessary for bank
supervisory purposes, particularly with respect to the nature and extent of
banks' off-balance sheet activities.
The changes would be implemented through
the adoption of a new risk-based capital schedule (Schedule RC-RBC), a revised
version of the current off-balance sheet schedule
(Schedule RC-L), and
modifications of existing items or the addition of new items in five other
schedules.
The proposed effective date for these reporting changes is the
3/31/90 report date, except for one new item that would be added as of 6/30/90.
Comments must be received on or before 10/13/89.
For further information after
reading the notice, contact David C. Motter at the OCC at 202/447-1587; Rhoger H.
Pugh at the FRB at 202/728-5883; or Robert F. Storch at the FDIC at 202/898-8906.
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GENERAL ACCOUNTING OFFICE
"Single Audit Act: Single Audit Quality Has Improved but Some Implementation Problems
Remain" is the title of a recently released report by the GAO. The report is in
response to a 1987 request by the chairman of the House Government Operations
Subcommittee on Legislation and National Security to review the implementation of
the Single Audit Act of 1984.
The purpose of the report was to 1) assess the
quality of single audits by determining their compliance with generally accepted
government auditing standards and 2) the usefulness of single audit reports to
report recipients.
In conducting the study, a random sample of 40 single audits
from a universe of 450 were selected.
The GAO reported that its evaluation "showed particular improvement in the
CPAs' compliance with auditing standards for fieldwork in the portion of their
audits involving studies and evaluations of internal controls and testing for
compliance with laws and regulations." (In a 1986 GAO review, noncompliance with
these auditing standards was listed as the CPAs* "predominant" problem. The 1986
report also found that some CPAs had problems in meeting reporting standards.)
The GAO said that CPAs complied with auditing standards in 35 of the 40 audits
reviewed.
For five CPA firms, problems were found regarding internal controls,
compliance testing, or reporting.
In its latest report, the GAO said that "the
nature of the audit and reporting problems was significant enough" that it plans
to refer the five firms to the appropriate state boards of accountancy and the
AICPA for review.
The GAO reported it also found that general oversight among Federal
inspectors general is not provided consistently and that the degree of monitoring
for audit quality varies. Therefore, the GAO said, it recommends that the Office
of Management and Budget (OMB), which is responsible for prescribing policies and
procedures to implement the Act, define general oversight responsibilities to
provide for expanded audit quality reviews.
The GAO also recommended that OMB
require CPAs to identify all programs tested for compliance with laws and
regulations.
The GAO said this would "help program managers to decide if more
audit coverage or other types of oversight are warranted for those programs which
were not covered."
Copies of the report, GAO/AFMD-89-72, are available by writing the GAO at
P.0. Box 6015, Gaithersburg, MD 20877 or by calling 202/275-6241. The first five
copies of the report are free. Additional copies are $2.00 each.

SECURITIES AND EXCHANGE COMMISSION
Comments are sought on a proposal by the American Stock Exchange, Inc, to require
listed companies to establish and maintain audit committees (see the 8/28/89 Fed.
Reg., pp. 35551-52).
Under the proposal, a majority of the audit committee's
members would be required to be outside directors.
The American Stock Exchange
proposes two exceptions to the policy:
1) That it not apply to foreign issuers
if inconsistent with the custom and/or practice in the company's country of
domicile, and 2) That it not apply to an issuer of preferred stock or debt whose
common stock is privately held. The proposal also would amend the American Stock
Exchange Company Guide to "make explicit what has come to be current practice;
namely that each domestic

listed company with publicly traded common stock is

required to have at least two independent directors." A phase-in period of 12-18
months following SEC approval of the policy is proposed.
However, new companies
which apply for listing after SEC approval would be expected to have or to
establish an audit committee within approximately 90 days following the
commencement of trading.
Comments on the proposal should be submitted by
9/18/89.
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THRIFT SUPERVISION, OFFICE OF
Notice of the delay of the effective date of a final statement of policy concerning
investment portfolio policy and accounting guidelines for saving and loan
institutions has been published in the Federal Register (see the 8/28/89 Fed.
Reg
pp. 35452-53). The delay was announced in August by OTS Director M. Danny
Wall (see the 8/21/89 Wash. Rpt.).
The effective date has been delayed from
8/30/89 to 1/1/90 in order to allow time for a consistent policy in this area to
be developed by the Federal banking agencies, the OTS notice stated. For further
information after reading the notice, contact Joe A. Hargett at the OTS at
202/331-4583.

TREASURY, DEPARTMENT OF
The

effective date for complying with the non-discrimination testing rules and
reasonable notification requirement of section 89 has been delayed from 10/1/89
to 12/1/89. the IRS announced in Notice 89-100.
Notice 89-100 modifies Notice
89-65 issued in June (see the 5/8/89 Wash. Rpt.); Notice 89-65 set 10/1/89 as the
implementation date for complying with section 89.
Notice 89-100 states that an
employer may use a partial testing year starting as late as 12/1/89, and may
disregard facts in existence prior to that date. Notice 89-100 is scheduled to
be published in Internal Revenue Bulletin 1989-38, dated 9/18/89.
For further
information after reading the notice, contact David Munroe or Nancy J. Marks at
the IRS at 202/535-3818.

The IRS Commissioner's Advisory Group is scheduled to meet 9/13-14/89 in Washington,
D.C. (see the 8/29/89 Fed. Reg., p. 35751).
The agenda for 9/13/89 includes
information systems development,
a report on registration of commercial
preparers, human resources training, and the complexity of regulations and
issues.
The agenda for 9/14/89 includes discussions of the private rulings
process and ad hoc topics. The meetings are scheduled to begin at 8:30 a.m. each
day in Room 3313, IRS Building, 1111 Constitution Ave., N.W.
The IRS said that
because the space is limited, individuals who plan to attend should call Robert
F. Hilgen at the IRS at 202/566-4143 by 9/6/89.

Proposed regulations relating to minimum coverage requirements of section 410(b) of
the Internal Revenue Code of 1986 for pension, profit-sharing, and stock bonus
plans are the subject of an 11/20/89 IRS hearing (see the 8/22/89 Fed. Reg., pp.
34790-91).
The proposed regulations were published in the 5/18/89 Federal
Register (see the 5/22/89 Wash. Rpt.) The hearing is scheduled to begin at 10:00
a.m. in the IRS Auditorium, Seventh Floor, 7400 Corridor, Internal Revenue
Building, 1111 Constitution Ave., N.W., Washington, D.C. For further information
after reading the notice, contact Felicia A. Daniels at the IRS at 202/566-3935.

An alternative way of notifying employees that they may be eligible for the earned
income credit was outlined by the IRS in Notice 89-95. Section 31.6501-l(h) of
the Employment Tax Regulations requires employers to notify certain employees
whose wages are not subject to income tax withholding that they may be eligible
for the refundable earned income tax credit.
Present regulations require
employers to send such employees Notice 797, Notice of a Possible Federal Tax
Refund Due to the Earned Income Credit, or a written statement containing the
exact language of Notice 797.
Notice 89-95 provides language that may be
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inserted on an employee's Form W-2, in order to be deemed in compliance with the
regulations.
The IRS said that Revenue Procedure 89-41, which was published in
Internal Revenue Bulletin 1989-28, dated 7/10/89, provides additional guidance
applicable to substitute Forms W-2. Notice 89-95 is scheduled to be published in
Internal Revenue Bulletin 1989-37, dated 9/11/89.
For further information after
reading the notice, contact Joel S. Rutstein at the IRS at 202/566-4430.

Requests for approval of volume submitter specimen pension and profit-sharing plans
intended to meet the requirements of the Tax Reform Act of 1986 (TRA '86) will be
accepted as of 9/5/89. the IRS said in Announcement 89-107.
The announcement
provides practitioners with information regarding their requests for approval of
volume submitter plans under TRA '86. The IRS said the volume submitter program
enables the key district offices of the IRS to expedite the issuance of
determination letters in response to applications for approval of individually
designed retirement plans.
Each of the following types of plans will be
considered a separate category of specimen plan requiring a separate user fee and
request: profit sharing, 401(k), money purchase (other than target benefit),
target benefit, and defined benefit.
The IRS said it would not accept volume
submitter requests with respect to employee stock option plans or stock bonus
plans.
The user fee for each type of volume submitter specimen plan request is
$1,000.
Announcement 89-107 is scheduled to be published in Internal Revenue
Bulletin No. 1989-36, dated 9/5/89.

Certain accounting method changes to comply with the uniform capitalization rules
provided by the Tax Reform Act of 1986 are outlined in Revenue Ruling 89-107.
Notice 89-107 discusses several situations to illustrate to what extent
accounting method changes are eligible for the automatic change procedures
applicable to accounting method changes required to be made by the taxpayers in
order to comply with the uniform capitalization rules under section 263A of the
Internal Revenue Code. The uniform capitalization rules apply to costs incurred
with respect to property produced and property acquired for resale.
Temporary
regulations under section 263A of the Code were published in the 3/30/87 and
8/7/87 Federal Register (see the 3/30/87 Wash. Rpt.). Notice 89-107 is scheduled
to appear in Internal Revenue Bulletin 1989-37, dated 9/11/89.
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For further information contact Shirley Twillman at 202/737-6600
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